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DOCKET no. E-01933A-05-0650

DOCKET NO. E-01933A-07-0402IN THE MATTER OF THE APPLICATION OF
TUCSON ELECTRIC POWER COMPANY FOR
THE ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
ITS OPERATIONS THROUGHOUT THE STATE
OF ARIZONA.

IN THE MATTER OF THE FILING BY TUCSON )
ELECTRIC POWER COMPANY TO AMEND )
DECISION no. 62103. )

)
)
)
)
)
)
)
)
)
)
)

NOTICE OF FILING
AFFIDAVITS OF PUBLICATION

AND MAILING

Tucson Electric Power Company, through its undersigned counsel, hereby submits the

attached affidavits of publication and mailing.

RESPECTFULLY SUBMITTED this 28th day of December 2007.

TUCSON ELECTRIC POWER COMPANY
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\ Michael W. Patten

J. Matthew Derstine
Roshka DeWulf & Patten, PLC
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

a nd



1

2

3

Ra ym ond S . He ym a n
Mic he lle  Live ngood
Tucs on Ele c tric  P owe r Com pa ny
One  S outh Church Ave nue , S te  200
Tucs on, Arizona  85701

4 Origina l a nd 15 copie s  of the  fore going

file d this  28th da y of De ce mbe r 2007 with:
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Docke t Contro l
Arizona  Corpora tion Com m is s ion
1200 We s t Wa shington S tre e t
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8 Copy of the  fore going ha nd-de live re d/ma ile d
this  28th da y of De ce mbe r 2007 to :9
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Cha irman Mike  Glea son
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
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Commis s ione r Willia m A. Munde ll
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  8500714

Lf.»-ID
a
4

Q
§
a
o
m

15

g 8
8.'\W'§§§

in ~f="?
38238390084

§_
8888

888
m8
8
v i 16

Commiss ione r J e ff Ha tch-Mille r
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
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Commiss ione r Kris tin K. Ma ye s
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  8500719
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He a ring  Div is ion
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Jane Rodda, Esq.
Adminis tra tive  Law Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
400 W. Congress
Tucson, Arizona  85701
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Chris topher C. Kernpley, Esq.
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
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Ernest G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
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Scott S . Wakefie ld, Chie f Counse l
Re s ide ntia l Utility Consume r Office
1100 West Washington, Suite  220
Phoenix, Arizona  85007
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Timothy Hoga n
Arizona  Cente r for Law
in the  Public Inte re s t

202 East McDowell Road, Suite  153
Phoenix, Arizona  85004
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Jeff Schlege l
SWEEP Arizona  Representa tive
1167 West Samalayuca Dr
Tucson, Arizona  85704
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S . Da vid Childe rs , P .C.
Low & Childe rs ,  P .C.
2999 North 44th S tre e t, S uite  250
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Chris tophe r Hitchcock
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was printed and published correctly in the regular and entire issue of said THE DAILY

Advertising Manager of THE DAILY TERRITORIAL, a Daly newspaper panted and published

TERRITORIAL for 1 issues, that was first made on the 21 ST day of November 2007 and the

11/21 /07

at the Request of:

made on each of the following days, to-wit:

COUNTY OF PIMA

of Pima, State of Arizona and elsewhere, and the hereto attached:

last publication thereof was made on the 21 st day of November 2007, that said publication was

STATE OF ARIZONA

in the County of Pima, State of Arizona, and of general circulation in the City of Tucson, County

Subs

RUBBIE Jams
Notary Puh!§f: -
Pima County
Expimg$ 11/D1/08

Jamie Macias, being first duly sworn, deposes and says that she is the Legal

(and sworn to before me this 26th day of November 2007.

J'

4r3zo'"=a

PUBLIC NOTICE
no. E-01933A-07-0402 ET AL

AFFIDAVIT OF PUBLICATION

"\ \~

)
) as.

)

MME
Notary Public in and for the Co

My Commission Expires:

Tucson Electric Power

N

.1 / '1 2 Legal Advertising Manager

M44 A
ty of Pima, State of Arizona

I l (D / QB

l l II al l 1\11\11
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I. l lg || lcatuon or Eom fillbloc men on the

r' en co s in the record of the case. YOL
will mt receive any further notice of thus pro-
zeeding unless you request it
ADA/Equal Access Information
The Commission does mt discriminate on the
basis of disability in admission to its public
meetings. persons with a disability may request
a reasonable accommodation such as a sign
language interpreter, as well as request this
document in an dternatlve format, by contacting
the ADA Coordinator, Linda Hogan, at LHo-
aan@azoc gov ,  voic e phone number
302/542-8961 Requests should be made as
early as possible to allow time to arrange the
accommodation.

vueusn. 119 we Wnwtl
Novuuhlr21, 2801

nn4nam4a14:4ua»iu r

Consumer Services Section of the Commission
at 1-B00-222-7000
About lmervener Std us
The law provides for an open public healing at
which, under appropriate circumstances inter-
ested parties may intervene. Any person or en-
tity entitled by law to intervene and having a di-
rect and substantial interest in the matter vIII be
permi tted to intervene If you desi re to inter-
vene, you must file a written motion to intervene
with the Commission no later than February 15,
once You must send copy of the motion to in-
tervene to the Company or its counsel and to dl
parties of record. Your motion to intervene must
:obtain the following
1. Your name, address, and telephone number
and the name, address and telephone number
of any party upon whom sewrce of documents
's to be made if not yourself .
2. A short statement of your interest in the pro-
:eedrng (e g, a customer of the Company, a
shareholder of the Company, ac.)
3 A statement certifying that you have mated a
copy of the motion to intervene to the Company
or its counsel and to an parties of record in the
case
T he grant ing of  i n tervent ion,  among other
things, entitles a party  to present swam evi -
dence at the hear ing and to cross-examine
other witnesses However, failure to intervene
will not Dreclude any Interested person or ant'

I 1 | 1|

Rate Proposal
Copies of the abdication and proposed rates
are available upon request by contacting TEP at
Tucson Eleerric Power, Corporate Communi-
cations, P.O. Box 711, Tucson, Arizona
85702, 520894-a142, oolpoomm@tep.eom.
Copies of the application are also available at
the Commission's offices at 1200 West Wash-
ington Phoenix, Arizona, or 400 West Con-
gress, Suite 218, Tucson, Arizona for public in-
spection during regular business hours and on
the internet via the Commission website
(www.azoc Nov)using the docketfunction

rt a C i n t o l nonPublic
Hearing Information
The Commission willhold a hearing on this mat-
ter beginning May 12, zoos at 10-00a m. or as
soon thereafter as is practical, at the Commis-
slorrs offices, 400 West Congress, Room 222,
Tucson Arizona Public comments will be taker
an the first day of the hearing. Written public
:ornaments may be submitted via email, or by
mailing a letter referencing Docket Number
E-019aaA-07.0402 to Arizona Corporation
A I I I nI ho -Mn

I  IIn

TEP's current retail rates based on its projec-
tions for future power supply costs. The imple-
mentation of a PPFAC would cause the genera-
tion portion of a customers bill to fluctuate
based on power and fuel study costs. The third
proposed alternative us the "Hybrid Methodol-
ogy" under which TEP's retail rates would be
based on cost-of~servlce principles for distnbu-
hon, transmission and generation, but some of
TEP's generation assets would be excluded
from rate base and designated as wholesale as-
sets The Hybrid Methodology incorporates a
regulatory asset and includes a PPFAC. TEP
expects the Hybrid Methodology initially to pro-
duce a rate increase at approximately 14 9 per-
:ent over current retail rates based on the Com-
pany's projections for future power supply
mosts.
The actual increase for each customer
would vary, based on the type and quantity
of service provided. Cudomrs may oontad
TEP Io inquire about the died of the Com-
pany's proposal on their individual bill.
The Commission's Utilizes Division Staff is in
the process d auditing and analyzing TEP's re-
:ords and has not yet made a recommendation
regarding the proposed methodologies or the
rate increase The Residential Utility Consumer
Office, among others, Is also a party to this pro
:eedmg The Commission will determine the
appropriate rate adjustment to be granted
based on the evidence of record in the proceed-
ing The Commission as not bound by the pro-
posals made by the Company Staff, or any in-
tervenors and therefore, the final rates ap-
proved may be higher or lower than the rates
proposed by the Company.
H Y Can Wow or Obtain a Ir of me

_
-

OF HEARING
ON THE RATE

APPLICATION oF
TUCSON

ELECTRIC
POWER

COMPANY
DOCKET no.

E-01933A-07-0402
ET AL

I

_l

I

yvivvi»» vv

Summary
On July 2, 2007 Tucson Electric Power Com
party ("TEP" or "Company") filed an application
nth  the  Ar i zona Corpora t i on  Com m i s s i on
('Commission') for a rate increase to become
effective January 1, 2009 TEP's filing includes
three alternative methods for determining TEP
rates. Under the "Market Methodology' alter fa
f ive, the unbundled generation service rate
would be set at a market-based rate using the
Market Generation Credit in TEPS tariff as es
tablished by Oommissiori Decision Nos. 62108
and 65751, and all other rates would be set un
Der cost-of-senl ice principles Under this a
preach the rates customers pay for generation
would fluctuate based on an index for me cost
of power in the wholesale market. TEP est
mates that the Market Methodology ini t ial
would produce a rate increase of approximately
21.9 percent over TEP's current retai l  rate
based on Company projections for wholesale
market  power  pr i ces  T he "Cos t-of-service
Methodology" alternative would have TEns re
tan! rates based on cost-of-service principles fo
distribution, transmission and generation ser
ices This proposed methodology includes regt
oratory assets for the purported costs assoclat
with tie transition of generation service from
regulated monopoly to a competitive ache
and then back to a regulated monopoly' wool
'implement a purchased power and fuel adjust
went clause ("PPFAC") to recover TEP's pole
supply costs' and would restore the exclusivity
of the Company's Certi ficate of Convemenc
and Necessity TEP estimates the Cost-of~Se
ice Methodology Initially will produce a rate |
l " ! l € 3 3 * 8  C f  a p p r o x e e w e l y  2 3  0  n a r n n n l '  n o :

tAu: 4: I I u: van] I van l asks fun

I

ART.
ASK FOR

MORE.

For more i.n£orma.t.ion about the
importance of arts education, please contact

.AmencensFo eArts.org.

AME RICANS
*'*ARTS

I

est . . . . . . .- . . ,  w. ...... uv-

ttpallwww.azoo.gov/divlslonslutil/forms/pub
ic comment. I

Washington, phoenix. AZ 85007 (visit

_conurmuhpdf for a form and instructions).
au require assistance, you may wgtmg the i
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TNI AD no.

My commission expires

was printed and published correctly in the entire issue
of the said Arizona Daily Star and Tucson Citizen on
each of the following dates, to-wit:

Subscribed and sworn to before me this / / day of

C, .i.

Debbie Capanear, being first duly sworn deposes and
says: that she is the Legal Advertising Representative
of the TUCSON'S NEWSPAPERS COMPANY, a
corporation organized and existing under the laws of
the State of Arizona, and that the said TUCSON'S
NEWSPAPERS PUBLISHING COMPANY prints and
publishes the Arizona Daily Star and Tucson Citizen,
daily newspapers printed and published in the City of
Tucson, Pima County, State of Arizona, and having a
general circulation in said City, County, State and
elsewhere, and that the attached

STATE OF ARIZONA)
COUNTY OF PIMA)

Rf

/

TUCSON'S NEWSPAPERS

t'"
. 1

=»._...-,

I/" » 5' f"

Tucson, Arizona

Legal Notice

_ /
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,f

A
4



I

PUBLIC NOTICE OF HEARING
ON THE RATE APPLICATION OF

TUCSON ELECTRIC POWER COMPANY
DOCKET N0. E 01933A 07 0402 ET AL- - -

S u m m a ry

I

On July 2, 2007, Tucson Electric Power Company ("TEP" or "Company") filed an application with the Arizona Corporal
.Commission ("Commission") for a rate increase to become effective January 1, 2009. TEP's filing includes Rh
alternative methods for determining TEP's rates. Under the "Market Methodology" alternative, the unbundled general
service rate would be set at a market-based rate using the Market Generation Credit in TEP's tariff as established
Commission Decision Nos. 62103 and 65751, and all other rates would be set under cost-of-service principles. Ur
this approach the rates customers pay for generation would fluctuate based on an index for the cost of power in
wholesale market. TEP estimates that the Market Methodology initially would produce a rate increase of approximate
21 .9 percent overToP's current retail rates based on Company projections for wholesale market power prices. The "Cc
of-Service Methodology" alternative would have TEP's retail rates based on cost-of-service principles for distribute
transmission and generation sen/ices. This proposed methodology includes regulatory assets for the purported cc
associated with the transition of generation service from a regulated' monopoly to a competitive scheme and then bi
to a regulated monopoly, would implement a purchased power and foe( adjustment clause ("PPFAC") to recover TE
power supply costs, and would restore the exclusivity of the Company's Certificate of Convenience and Necessity. T
estimates the Cost-of-Service Methodology initially will produce a rate increase of approximately 23.0 percent over TE
current retail rates based on its projections for future power supply costs. The implementation of a PPFAC would ca
the generation portion of a customer's bill to fluctuate based on power and fuel supply costs. The third .propos
alternative is the "Hybrid Methodology" under which TEP's retail rates would be based on cost-of-service principles
distribution, transmission and generation, but some of TEP's generation assets would be excluded from rate base 4
designated as wholesale assets. The Hybrid Methodology incorporates a regulatory asset and includes a PPFAC. i
expects the Hybrid Methodology initially to produce a rate increase of approximately 14.9 percent over current retail re
based on the Company's projections for future power supply costs.

!

The actual increase for each customer would vary, based on the type and quantity of service provided.
Customers may contact TEP to inquire about the effect of the Company's proposal on their individual bi

The Commission's Utilities Division Staff is in the process of auditing and analyzing TEP's records and has not yet m
a recommendation regarding the proposed methodologies or the rate increase. The Residential Utility Consumer Of1
among others, is also a party to this proceeding. The Commission will determine the appropriate rate adjustment to
granted based on the evidence of record in the proceeding. The Commission is not bound by the proposals made by
Company, Staff, or any intewenors and therefore, thefinal rates approved may be higher or lower than the rates prcpo
by the Company.

How You Mn View or Obtain a Copy of the Rate Proposal ,
Copies of the application and proposed rates are available upon request by contacting TEP at TucsonElectric Pm

. Box 111, Tucson, Arizona 85702, 520/884-3742, corpcomm@tep.com. Copie
i the application are also available at the Commission's offices at 1200 West Washington, Phoenix, Arizona, or 400 V
, Congress, Suite 218, Tucson, Arizona for public inspection during regular business hours and on the internet via

Commission website (www.azcc.qov)using the e-docket function. .

Corporate Communications, P.O.

Arizona Corporation Qommission Public Hearing lnformatlon
The ComMission will hold a hearing on this matter beginning May 12, 2008 at 10:00 a.m., or as soon thereafter 2
practical, at the Commission's offices, 400 West Congress, Room 222, Tucson, Arizona. Public comments will be te
on the first day at the hearing. Written public comments may be submitted via email, or by mailing a letter referent
Docket Number E-01933A-07-0402 to: Arizona Corporation Commission, Consumer Services Section, 1200 V
Washington, Phoenix, AZ 85007 (visit http://www.azcc.gov/divisions/util/forms/oublic comment.pdf for a form
instructions). If you require assistance, you may contact the Consumer Services Section of the Commission at 1-800-1
7000.

About Intervener Status
The law provides for an open public hearing at which, under appropriate circumstances, interested parties may inter
Any person or entity entitled by law to intervene and having a direct and substantial interest in the matter will be perm
to intervene. If you desire to intervene, you must file a written motion to intervene with the Commission no later
February 15, zoos.
record. Your motion to intervene must contain the following:

You must send a copy of the motion to intervene to the Company or its counsel and to al\ partie

1. Your name, address, and telephone number and the name, address and telephone number of any party L
whom service of documents is to be made it not yourself.

2. A short statement of your interest in the proceeding (e.g., a customer of the Company, a shareholder of
Company, etc.),

3. A statement certifying that you have mailed a copy of the motion to intervene to the Company or its counsel
to all parties of record in the case.

The granting of intervention, among other things, entitles a party to present sworn evidence at the hearing and to cl

the hearing and providing public comment on the application Or from filing written comments in the record of the <
You will not receive any further notice of this proceeding unless you request it.

examine other witnesses. However failure to intervene will not preclude any interested Derson or entity from aopearil

ADili/Equal Access Information '
The Commission does not discriminate on the basis of disability in admission to its public meetings. Persons w
disability may request a reasonable accommodation such as a sign language interpreter, as well as request this docul
in an alternative format, by contacting the ADA Coordinator, Linda Hogan, at LHoaan@azcc.aov, voice phone nil
602/542-3931. Requests should be made as early as possible to allow time to arrange the accommodation.

Publish November 21, 2007 - Arizona Daily Star, Tucson Citizen



I, Paul Rosa les , decla re  tha t the  following s ta tements  a re  the :

COUNTY OF P IMA

S TATE OF ARIZONA )

Acknowle dge d be fore  me  this  ZIS I da y of De ce mbe r, 2007.

2.

1 .

The  docume nt a tta che d he re to is  a  true  a nd comple te  copy of the  notice
ma ile d  a s  a  b ill ins e rt to  a ll Tucs on Ele ctric  P owe r Compa ny cus tome rs
(Dis tricts  l through 21) be ginning with Dis trict 2 on Nove mbe r 19, 2007 a nd
e nding with Dis trict l on De ce mbe r 19, 2007.

I a m the  S e nior Gra phics  Communica tions  S upe rvis or for Tucs on Ele ctric
Power Company and tha t I have  authority to ce rtify sa id documents .

AFFIDAVIT OF
SENIOR GRAPHICS COMMUNICATIONS SUPERVISOR

) ss.

)

Affiant

m m 0 ,

Notary Public State of Arizorra
Pima County
Martin Sanchez
My Commission Expires
09/30/2009
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rota ry P ublic x
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PUBLIC NOTICE OF HEARING
ON THE RATE APPLICATION OF

TUCSON ELECTRIC POWER COMPANY
DOCKET no. E-01933A-07-0402 ET AL

Summary
On July 2, 2007 Tucson Electric Power Company ("TEP" or "Company") filed an application with the Arizona
Corporation Commission ("Commission") for a rate increase to become effective January 1, 2009. TEP's filing
includes three alternative methods for determining TEP's rates. Under the "Market Methodology" alternative,
the unbundled generation service rate would be set at a market-based rate using the Market Generation Credit
in TEP's tariff as established by Commission Decision Nos. 62103 and 65751, and all other rates would be set
under cost-of-service principles. Under this approach the rates customers pay for generation would fluctuate
based on an index for the cost of power in the wholesale market. TEP estimates that the Market Methodology
initially would produce a rate increase of approximately 21.9 percent over TEP's current retail rates based on
Company projections for wholesale market power prices. The "Cost-of-Service Methodology" alternative would
have TEP's retail rates based on cost-of-service principles for distribution, transmission and generation services.
This proposed methodology includes regulatory assets for the purported costs associated with the transition of
generation service from a regulated monopoly to a competitive scheme and then back to a regulated monopoly,
would implement a purchased power and fuel adjustment clause ("PPFAC") to recover TEP's power supply costs,
and would restore the exclusivity of the Company's Certificate of Convenience and Necessity. TEP estimates
the Cost-of-Service Methodology initially will produce a rate increase of approximately 23.0 percent over TEP's
current retail rates based on its projections for future power supply costs. The implementation of a PPFAC would
cause the generation portion of a customer's bill to fluctuate based on power and fuel supply costs. The third
proposed alternative is the "Hybrid Methodology" under which TEP's retail rates would be based on cost-of-service
principles for distribution, transmission and generation, but some of TEP's generation assets would be excluded
from rate base and designated as wholesale assets. The Hybrid Methodology incorporates a regulatory asset
and includes a PPFAC. TEP expects the Hybrid Methodology initially to produce a rate increase of approximately
14.9 percent over current retail rates based on the Company's projections for future power supply costs.

The actual increase for each customer would vary, based on the type and quantity of service provided.
Customers may contact TEp to inquire about the effect of the Company's proposal on their individual bill.

The Commission's Utilities Division Staff is in the process of auditing and analyzing TEP's records and has not
yet made a recommendation regarding the proposed methodologies or the rate increase. The Residential Utility
Consumer Office, among others, is also a party to this proceeding.The Commission will determine the appropriate
rate adjustment to be granted based on the evidence of record in the proceeding. The Commission is not bound
by the proposals made by the Company, Staff, or any interveners and therefore, the final rates approved may be
higher or lower than the rates proposed by the Company.

How You Can View or Obtain a Copy of the Rate Proposal
Copies of the application and proposed rates are available upon request by contacting TEP at Tucson Electric
Power, Corporate Communications, P.O. Box 711, Tucson, Arizona 85702, 520/884-3742, corpcomm@tep.
com. Copies of the application are also available at the Commission's offices at 1200 West Washington, Phoenix,
Arizona, or 400 West Congress, Suite 218, Tucson, Arizona for public inspection during regular business hours
and on the internet via the Commission website (www.azcc.gov) using the e-docket function.

Arizona Corporation Commission Public Hearing Information
The Commission will hold a hearing on this matter beginning May 12, 2008 at 10:00 a.m., or as soon thereafter as
is practical, at the Commission's offices, 400 West Congress, Room 222, Tucson, Arizona. Public comments will
be taken on the first day of the hearing. Written public comments may be submitted via email, or by mailing a letter
referencing Docket Number E-01933A-07-0402 to:Arizona Corporation Commission, Consumer Services Section,
1200 West Washington, Phoenix, AZ 85007 (visit http://www.azcc.gov/divisions/utiI/forms/public_comment.pdf
for a form and instructions). If you require assistance, you may contact the Consumer Services Section of the
Commission at 1-800-222-7000.



About Intervener Status
The law provides for an open public hearing at which, under appropriate circumstances, interested parties may
intervene. Any person or entity entitled by law to intervene and having a direct and substantial interest in the
matter will be permitted to intervene. If you desire to intervene, you must file a written motion to intervene with the
Commission no later than February 15, 2008.You must send a copy of the motion to intervene to the Company
or its counsel and to all parties of record. Your motion to intervene must contain the following:

Your name, address, and telephone number and the name, address and telephone number of any party
upon whom service of documents is to be made if not yourself.

A short statement of your interest in the proceeding (e.g., a customer of the Company, a shareholder of the
Company, etc.).

A statement certifying that you have mailed a copy of the motion to intervene to the Company or its counsel
and to all parties of record in the case.

The granting of intervention, among other things, entitles a party to present sworn evidence at the hearing and
to cross-examine other witnesses. However, failure to intervene will not preclude any interested person or entity
from appearing at the hearing and providing public comment on the application or from filing written comments in
the record of the case. You will not receive any further notice of this proceeding unless you request it.

ADNEqual Access Information
The Commission does not discriminate on the basis of disability in admission to its public meetings. Persons with
a disability may request a reasonable accommodation such as a sign language interpreter, as well as request
this document in an alternative format, by contacting the ADA Coordinator, Linda Hogan, at LHogan@azcc.gov,
voice phone number 602/542-3931. Requests should be made as early as possible to allow time to arrange the
accommodation.
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puBue NOTICE OF HEARING
ON THE RATE APPLICATION OF

TUCSON ELECTRIC POWER COMPANY
DOCKET no. E-01933A-07-0402 ET AL

Summary
On July 2, 2002 Tucson Electric Power Company ("TEP" or "Company") filed an application with the Arizona
Corporation Commission ("Commission") for a rate increase to become effective January 1, 2009. TEP's filing
includes three alternative methods for determining TEP's rates. Under the "Market Methodology" alternative,
the unbundled generation service rate would be set at a market-based rate using the Market Generation Credit
in TEP's tariff as established by Commission Decision Nos. 62103 and 65751, and all other rates would be set
under cost-of-service principles. Under this approach the rates customers pay for generation would fluctuate
based on an index for the cost of power in the wholesale market. TEP estimates that the Market Methodology
initially would produce a rate increase of approximately 21.9 percent over TEP's current retail rates based on
Company projections for wholesale market power prices. The "Cost-of-Service Methodology" alternative would
have TEP's retail rates based on cost-of-service principles for distribution, transmission and generation services.
This proposed methodology includes regulatory assets for the purported costs associated with the transition of
generation service from a regulated monopoly to a competitive scheme and then back to a regulated monopoly,
would implement a purchased power and fuel adjustment clause ("PPFAC") to recover TEP's power supply costs,
and would restore the exclusivity of the Company's Certificate of Convenience and Necessity. TEP estimates
the Cost-of-Service Methodology initially will produce a rate increase of approximately 23.0 percent over TEP's
current retail rates based on its projections for future power supply costs. The implementation of a PPFAC would
cause the generation portion of a customer's bill to fluctuate based on power and fuel supply costs. The third
proposed alternative is the "Hybrid Methodology" under which TEP's retail rates would be based on cost-of-service
principles for distribution, transmission and generation, but some of TEP's generation assets would be excluded
from rate base and designated as wholesale assets. The Hybrid Methodology incorporates a regulatory asset
and includes a PPFAC. TEP expects the Hybrid Methodology initially to produce a rate increase of approximately
14.9 percent over current retail rates based on the Company's projections for future power supply costs.

The actual increase for each customer would vary, based on the type and quantity of service provided.
Customers may contact TEp to inquire about the effect of the Company's proposal on their individual bill.

The Commission's Utilities Division Staff is in the process of auditing and analyzing TEP's records and has not
yet made a recommendation regarding the proposed methodologies or the rate increase. The Residential Utility
Consumer Office, among others, is also a party to this proceeding.The Commission will determine the appropriate
rate adjustment to be granted based on the evidence of record in the proceeding. The Commission is not bound
by the proposals made by the Company, Staff, or any interveners and therefore, the final rates approved may be
higher or lower than the rates proposed by the Company.

How You Can View or Obtain a Copy of the Rate Proposal
Copies of the application and proposed rates are available upon request by contacting TEP at Tucson Electric
Power, Corporate Communications, P.O. Box 711 , Tucson, Arizona 85702, 520/884-3742, corpcomm@tep.
com. Copies of the application are also available at the Commission's offices at 1200 West Washington, Phoenix,
Arizona, or 400 West Congress, Suite 218, Tucson, Arizona for public inspection during regular business hours
and on the internet via the Commission website (www.azcc.gov) using the e-docket function.

Arizona Corporation Commission Public Hearing Information
The Commission will hold a hearing on this matter beginning May 12, 2008 at 10:00 a.m., or as soon thereafter as
is practical, at the Commission's offices, 400 West Congress, Room 222, Tucson, Arizona. Public comments will
be taken on the first day of the hearing. Written public comments may be submitted via email, or by mailing a letter
referencing Docket Number E-01933A-07-0402 to:Arizona Corporation Commission, Consumer Services Section,
1200 West Washington, Phoenix, AZ 85007 (visit http://www.azcc.gov/divisions/util/forms/public_comment.pdf
for a form and instructions). If you require assistance, you may contact the Consumer Services Section of the
Commission at 1-800-222-7000.
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